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EXECUTIVE SUMMARY 

The California Department of Food and Agriculture (CDFA), Division of Marketing Services, 
Marketing Branch requested the CDFA Audit Office to perform a limited scope fiscal and 
compliance audit of the California Tomato Commission (Commission) to determine whether the 
Commission was operating in the best interest of the public as required by the Food and 
Agriculture Code.  In order to accomplish this, our primary focus was the Commission’s 
expenses and its compliance with various rules and regulations. 
 
The Commission did not keep adequate records and furthermore did not provide all of the 
documentation that our office requested.  To complicate matters, Employee A was recused from 
our audit before the second week of fieldwork began.  Therefore, the liaison between our office 
and the Commission was Individual #2 from Company A, the Commission’s legal counsel.  
However, we were still able to identify multiple issues that need to be investigated and further 
explained.  The issues are noted as follows: 
 

• Our office is concerned that the Commission and the private “agricultural cooperative,” 
the California Fresh Tomato Growers Exchange (Exchange) appeared to operate as 
identical in interest and organizationally on many occasions.  This concern was raised 
when we analyzed their use of many of the same staff, board members, office space, 
attorneys, accountant; use of Commission’s bank account to pay for both entities’ 
expenses; use of the Commission’s general ledger to record Exchange transactions; and 
the Commission entering into contracts with local government entities on behalf of the 
Exchange.   

 
For example, our office noted that the Commission had paid $48,000 to a website design 
firm that was recorded as an expense of the Commission.  However, our office noted that 
$5,585 was related to the website design of the Exchange.  Employee A acknowledged 
that an error had occurred and the Exchange reimbursed the Commission for this portion 
of the cost, after our office informed the Commission.  In other instances, our office 
observed legal fees totaling $6,800 that were invoiced to the Exchange but were paid for 
by the Commission.  Although these invoices were titled, “California Fresh Tomato 
Growers Exchange”, someone had crossed this out and wrote “Commission” and 
“Tomato Commission” on the invoices.  These are the internal control weaknesses that 
are exposed when you have two businesses so closely related that it becomes difficult for 
their own staff to differentiate between an expense of one company versus the other.  
 
Furthermore, a concern is raised about the possible conflict of interest since Employee A 
managed both the Commission and the Exchange and many of the board members served 
on both boards.  Based on the Commission’s payroll records and the independent 
contractor’s agreement between Employee A and the Exchange, the Commission 
annually paid him over $100,000 as the President and the Exchange annually paid him 
$30,000 as a consultant for management services during the same time period.   
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The above information along with unexplained differences in documents we received by 
both entities raise concerns for our office.  Therefore, the proper authorities should 
investigate these issues. 

 
• The Commission paid for expenses related to the start up of another private company, 

California Tomato Research Foundation (Foundation).  The expenses included those 
related to legal fees and website design.  Per Employee A, during the formation of the 
Foundation, a majority of his expenses to Sicily, Italy were paid for by a seed company, 
Company E, which was to be involved with the Foundation.  According to Employee A, 
Company E paid for Employee A’s expenses at a time when he was also managing and 
being paid by two other entities, the Commission and the Exchange.  We are not able to 
determine whether Employee A received additional income from his consulting business 
in 2005, as he did in 2002.  These facts raise various concerns, one of which is a possible 
conflict of interest, and, more fundamentally, how many entities can one man 
manage/serve.  Therefore, the proper authorities should investigate these issues. 

 
• The Commission held annual conferences that used Commission monies for expenses 

that we do not believe to be in the best interest of the public.  During the time period, 
2001 through 2006, the annual conference’s income totaled $350,604, while expenses 
totaled $479,186, for a net deficit over the six-year period at <$128,582>.  Although the 
intention of the Commission may have been to operate a self-sufficient conference, year 
after year conference deficits indicate that this was not a reality and that assessment 
dollars were used to cover the shortfall.  The Commission primarily operates one bank 
account of which both conference income and assessment payer fees are collected and 
deposited.  Since the conference income collected was not sufficient to pay for the related 
expenses incurred, it becomes evident that assessment payer fees were used to pay for 
these expenses.  Not only were the destinations such as Cabo San Lucas, Mexico, and 
Arizona unnecessarily expensive, many of the expenses were questionable. These 
expenses call into question the rationale, value, and business purpose of annually 
spending between $67,000 and $90,000 to hold a conference that had incurred repeated 
deficits in distant locations for basically a day and one half of business related activities.  

• According to the Commission’s records, many of the employees used the Commission 
credit card to pay for personal expenses.  Some of the amounts were reimbursed while 
other expenses were not.  Therefore, a possible gift of public funds may have occurred 
with Commission monies.  

• We noted that the Commission spent monies on various items that appeared to be 
excessive and not in the best interest of the public. 

• The Commission paid $45,000 to Individual #1, driver for Company C, for advertising 
displayed on his truck while competitively racing in organized races.   His co-driver was 
and is Board Member A who also drove the truck during races. Board Member A was 
also a board member during the time that the Commission gave monies to Company C. 

• We noted possible violations of the Public Records Act, the Public Contracts Code, and 
open meeting laws. 
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• Other issues such as unsupported salary payments and internal weakness are also noted in 
our report. 

 

Our office does not believe the Commission acted in the best public interest on many occasions 
and our report will explain the multiple issues that have been briefly described above. 
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KEY RECOMMENDATIONS 

• Due to the seriousness of the issues raised, the Commission should contact the proper 
authorities so that investigations into these issues may be performed. 

• The Commission should ensure all conference related income and expenses are fully 
disclosed at gross in the annual budgets submitted to CDFA for concurrence and the 
financial statements sent to all assessment payers.    

• The Commission should review all prior year conference related expenses and determine 
the total amount spent on the family members and friends of employees and the personal 
amounts spent by employees.  The Commission should establish an accounts receivable 
and seek reimbursement of these expenses.   

• The Commission should operate their business activities in the best public interest. 

• The Commission should keep adequate support for all expenses incurred.  At the very 
least the Commission should ensure that a receipt/invoice is kept on file along with the 
names/business conducted, if appropriate.   

• Prior to contracting for the use of a private aircraft for travel related purposes, the 
Commission should perform a detailed cost-savings analysis that documents and 
demonstrates the necessity and benefit expected in using assessment dollars to charter a 
private aircraft.  The analysis should clearly identify the savings expected to occur in 
chartering a private aircraft versus other travel options. 

• The Commission should not allow its staff to use Commission credit cards for personal 
use.   

• The Commission should strengthen its internal controls over the use of these credit cards.    

• The Commission should contact the federal government to determine the appropriateness 
of the use of federal funds, specifically as it relates to Board Member A and Company C. 

• The Commission should verify that the total salary paid to Employee A from 2003 
through 2006 is appropriate. 

• The Commission should collect reimbursement from any employee who was paid for 
their vacation time in violation of their own internal policy.   

• The Commission should seek further guidance from the proper authorities on handling a 
violation of an open meeting law.  The Commission should disclose all business meetings 
to the public in accordance with the appropriate open meeting laws.      
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• The Commission should seek guidance from the proper authorities as it relates to its 
violation(s) of the Public Contracts Code.   

• The Commission should ensure all executive committee minutes are signed and dated by 
one of the three Board Elected Officer’s along with the President of the Commission. 

• The Commission should ensure that all official accounting records, including certified 
copies of Board Minutes are centrally located and easily accessible to the public. 

• The Commission should adhere to the rules of the Public Records Act.  In order to 
accomplish this, the Commission should have all records readily available to the public.  

• The Commission should contact the proper taxing authorities to ensure the Commission 
properly tracked and reported its employee’s car allowances.  Furthermore, the 
Commission should require that employees submit monthly travel logs that indicate the 
business mileage driven and/or the actual maintenance incurred. 

• The Commission should contact the proper authorities responsible for determining 
whether the amounts paid to Employee D are appropriate.  This will ensure that the 
Commission is not providing Employee D with a gift of public funds.   
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REPORTABLE FINDINGS 

RELATIONSHIP BETWEEN COMMISSION AND EXCHANGE 
During the course of the audit, our office became aware of an unusual relationship that existed 
between the Commission and the California Fresh Tomato Growers Exchange (Exchange) that 
raises concerns regarding possible conflicts of interest as well as internal control weaknesses.  
Although the Exchange is a private “agricultural cooperative,” the Commission and the 
Exchange appeared to operate like they had identical interests and were one in the same 
organizationally.   When we analyzed their use of many of the same staff, board members, office 
space, attorneys, accountant; use of Commission’s bank account to pay for both entity’s 
expenses, use of the Commission’s general ledger to record Exchange transactions; and the 
Commission entering into contracts with local government entities on behalf of the Exchange; 
the separateness of their identities became confused and merged. 

At the same time that the Exchange and the Commission operated as if their interests were 
identical and they were organizationally the same, the Exchange did not, in fact, represent the 
interests of all assessment payers.  The Commission assessments are mandatory for all growers 
(over 400) and handlers (over 30).  However, the Exchange appears to have been composed and 
led principally by 4-5 handlers and related growers who together produced, according to some 
estimates, 90% of the product for market.  Two significant handlers, Individual #4 and Company 
B did not belong to the Exchange although their businesses were assessed hundreds of thousands 
of dollars in assessment money for the Commission during the existence of the relationship 
between the Exchange and the Commission documented during the audit.   While the Exchange 
represented the interests of only a portion of the industry, all of the industry paid for the activities 
that included those that supported the Exchange and the Exchange appeared to have access to the 
information of all assessment payers.  

Our office attempted to gather more information that would allow our legal counsel to make a 
determination on these critical issues.  However, neither the Commission nor the Exchange 
provided all information that was requested or needed to make such a determination. To further 
complicate matters, the Exchange mailed documents to our office that appear to contradict 
records that were obtained by our office from the Commission and/or what individuals 
interviewed told us.  In one instance, the Commission provided a Memorandum of 
Understanding (MOU) that was much different than the MOU that we received from the 
Exchange (Please refer to Appendix A for a copy of the MOU received from the Commission 
and Appendix B for a copy of the MOU received from the Exchange). In another instance, our 
office requested a copy of the independent contractor agreement between Employee A and the 
Exchange.  The Commission’s version of the agreement was clearly signed at a different time 
than the one our office received from the Exchange (Please refer to Appendix C for the copy of 
the agreement we received from Employee A during our first week of fieldwork and please 
refer to Appendix D for a copy of the agreement we received from the Exchange).  Once again 
these discrepancies raise concerns regarding their authenticity and whether or not the 
Commission or the Exchange had a clearly defined relationship.  After repeated attempts to 
gather information from the Commission and the Exchange regarding the original MOU and the 
subsequent three amendments to the MOU, our office cannot determine their appropriateness.   
Although our office was not able to obtain all the information requested, the following 
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information may be beneficial to all parties, including but not limited to the assessment payers, 
as it relates to this relationship.       

• Based on the Articles of Incorporation for the Exchange obtained from the Secretary of 
State’s Office, the Exchange was incorporated on April 4, 1997 and is for the purpose to 
engage in any cooperative activity in connection with the producing, marketing or selling 
of agricultural products for its members.  Board Members A, D, F, and G signed the 
Articles of Incorporation on March 20, 1997.  The first amendment dated April 21, 2004 
listed Employee A as the CEO, Board Member B as the Secretary, and Board Member C 
as the Chief Financial Officer.  Additionally, the second amendment dated March 2, 2005 
listed Board Member C as the CEO, Board Member B as the Secretary, and Employee A 
as the Chief Financial Officer.  It should be noted that Board Members A, B, C, D, and G 
were also board members of the Commission.   

• Employee A managed both the Commission and the Exchange.  Based on the 
Commission’s payroll records and the independent contractor’s agreement between 
Employee A and the Exchange, the Commission annually paid him over $100,000 as the 
President and the Exchange annually paid him $30,000 as a consultant for management 
services.  According to our conversation with Employee A during the first week of our 
audit, he stated that he conducted the Exchange’s business from 6am to 8am and nights 
and weekends.  This does not appear to be accurate based on the documentation we 
reviewed.   

• Our office noted that the Commission and the Exchange were so closely related that the 
Exchange’s business was actually conducted during Commission Conferences at 
destinations, such as Cabo San Lucas, Mexico for two of the past three years (2003/04 
and 2005/06) and Huntington Beach in 2004/05.  For instance, based on the 
Commission’s agenda for its 2004/05 Commission Conference, the Exchange’s board of 
director’s meeting took place from 8:30am to 12:00pm.  The Exchange board meeting of 
3 ½ hours was actually longer than the Commission’s executive committee meeting that 
was scheduled for one hour and the Commission board meeting that was scheduled for 
two hours on the same day.  Based on the agenda, the Exchange business represented 
about 25% of the Conference meeting/workshop/sessions over the three day period. 

• According to Employee B, she was the bookkeeper for both entities.  Employee B was 
paid $55,000/year from the Commission and was also paid $50/hr from the Exchange.  
Employee B stated that she worked on the Exchange records after hours and on 
weekends.  Although the $50/hr was verbally communicated to our office by Employee A 
and Employee B, our office was not provided with any other evidence to support this.    

• Many of the Commission’s board members also served on the Exchange’s board.  This 
was very evident when our office identified agreements between the two entities that 
were signed by a mutual board member, as was the case when Board Member C signed 
Employee A’s independent contractor’s agreement as the Chairperson for the Exchange.  
At the same time, he was a member of the Commission.   

• The Commission recorded the expenses of the Exchange on the Commission’s general 
ledger.  After the Commission made the payment, the Exchange would subsequently 
reimburse the Commission for these expenses.  However, we identified the Exchange 
expenses that were misclassified as Commission expenses in the Commission’s general 
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ledger.  Furthermore, our office is unable to determine how much, if any, is owed to the 
Commission by the Exchange for services performed under the MOU because we have 
not received all of the amendments that were requested. 

• The Commission and the Exchange entered into agreement(s) with each other.  The 
Commission also entered into contracts with local government agencies on behalf of the 
Exchange. 

• The Commission paid approximately $6,000 in legal fees to Company A on behalf of the 
Exchange which was a legal firm for both entities.  In other instances, our office observed 
legal fees that were invoiced to the Exchange but were paid for by the Commission.  
These invoices amounted to $6,800.  As of November 17, 2006, there is still an 
outstanding balance owed by the Exchange to the Commission for legal fees the 
Commission already paid.     

As previously mentioned, the Commission was incurring expenses on behalf of the Exchange.  
The Commission had established an account in its general ledger that was used to track the 
amount of expenses incurred and it paid on behalf of the Exchange.  According to the 
Commission’s records, it has paid approximately $105,000 of the Exchange’s expenses since 
2003/04.  The Exchange subsequently reimbursed these amounts.  Our office noted payments for 
many different items including phone and internet usage, hotels, insurance, car rentals, airline 
tickets, contracts, and legal fees.  Our office questioned Employee A as to the appropriateness of 
using the Commission’s credit cards and check stock to make payments on behalf of another 
company, as well as recording these expenses in the Commission’s general ledger.  Employee A 
informed our office that a Memorandum of Understanding (MOU) existed that explained the 
relationship between the two entities.   

Employee A provided our office with the latest amendment dated May 31, 2005 attached with 
the original MOU dated April 1, 1997 during our first week of fieldwork.  The 1997 MOU states 
that the Commission shall provide the Exchange with storage space, access to a copier and 
postage meter, and related office supplies.  Additionally, the 1997 MOU states that the 
Commission shall invoice and the Exchange shall pay the Commission for out-of-pocket or other 
expenses advanced by the Commission over and above that for space and the use of office 
equipment.  However, the Commission did not provide us with any invoices that were submitted 
to the Exchange.  Furthermore, the May 31, 2005 amendment was drastically different than that 
of the original agreement, especially as it related to the nature of the responsibilities of both 
parties.  The amendment stated,  

“In response to the on-going gunnysacking problem, the Exchange will deposit with the 
California Tomato Commission prior to June 15, 2005, the amount of $160,000; these 
funds will be held segregated from other funding received by the Commission, and shall 
be used to support county and state surveillance of fresh and processing tomato fields, flea 
markets, terminal markets, and other venues where illegal harvesting or marketing of fresh 
tomatoes may take place." 
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Additionally, it states,  

“The Commission shall establish the infrastructure and contract with the appropriate state 
and county agencies to ensure that the enforcement is done on an efficient and cost 
effective manner.”   

The amendment was signed by Board Member C, Chairman of the Exchange, and Employee A, 
President of the Commission.   

Since the Commission and the Exchange would not provide additional information regarding the 
MOU or the amendments to the MOU, the following information represents our understanding of 
the agreement that was provided to us by the Commission: 

• The 1997 MOU appeared to be primarily an agreement for office space, equipment, 
and supplies.  However, based on our review of the Commission’s payments (hotel, 
legal fees, etc.) made on behalf of the Exchange, it appears that the relationship 
between the two entities was more than what was explained in the 1997 MOU.   

• Although the MOU stated that $160,000 would be deposited with the Commission, our 
observation of the Commission bank records indicated that these funds were never 
deposited with the Commission.  This was the same amount that Employee A told 
Individual #3, of Company B, was deposited in the Commission’s bank account 
(Please see Appendix E).  Once again, this was not true based on our analysis.  
However, our office did observe multiple contracts that were entered into between the 
Commission and various local county governments for surveillance activities.  
Therefore, it appears the Commission entered into these contracts on behalf of the 
Exchange.  The Commission paid the county governments approximately $66,000 for 
these services that were later reimbursed by the Exchange.  Our office also noted that 
the Commission had entered into contracts in which the Commission was never 
charged by the county governments.  Instead, our office received information from the 
Commission that additional payments were made directly by the Exchange to the 
counties.  

• Our office observed that Board Member C signed the May 31, 2005 MOU amendment 
on behalf of the Exchange.  It was also noted that Board Member C was also a board 
member of the Commission at the time he signed this amendment.  

• Our office requested the other two amendments to the MOU, but the Commission 
never provided those to us.  Instead, our office observed the board minutes for July 17, 
2001 that read,  

"In noting the termination of Employee E because of unlawful actions against the 
Exchange, Employee A noted that his consulting firm had been retained by the 
Exchange to provide interim management services through the remainder of the 
year.  Under this arrangement, the Commission's relation with the Exchange is to 
only provide office space and no personnel.  Motion: To approve the agreement as 
written, by Board Member E to approve the Revised Management Agreement 
with the Growers Exchange, seconded by Board Member I, and passed with none 
opposed."  
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Due to the unusualness of the aforementioned points, our office questioned Employee A as to his 
relationship with the Exchange.  Employee A informed us that he was on contract with the 
Exchange in the amount of $30,000 plus expenses for management services he was providing the 
Exchange.  Employee A provided us with a copy of a 2006 independent contractor agreement 
between him and the Exchange during the first week of our fieldwork.  He provided this 
agreement the day after he stated that no such agreements existed.  Our office requested for any 
other contracts that existed for previous years and Employee A stated that the other agreements 
would be with Board Member C in Manteca, California and no further explanation was given.  
Although our office was skeptical as to the authenticity of this agreement, we accepted the 
agreement as evidence of his relationship with the Exchange.  It was not until November 16, 
2006, that our office became aware that Employee A and Board Member C’s signatures did not 
match those of the original agreement we received, thus raising the issue of when these 
documents were created and signed (Please refer to Appendix C for the copy of the agreement 
we received from the Commission and please refer to Appendix D for the copy of the 
agreement received from the Exchange).   
Both contracts were signed by Board Member C, representing the Exchange, and Employee A.  
Once again, it was noted that Board Member C was also a board member of the Commission.  
Employee A’s duties were stated in the contract as follows:   

“Management services which included draft regulations, operation policy, bylaws and 
other documents to maintain the Capper-Volstead exemption held by the company, 
collecting and dissemination of industry statistics, staging of conference calls and meetings 
and recording of minutes, negotiate contracts with County and State offices, and serve as a 
liaison related to the surveillance and enforcement of Article 43 of the California Food and 
Agricultural Code, conduct audits of the membership to ensure compliance with approved 
operational policy, maintaining records, and filing of required documents with federal and 
state agencies.” 

The term of the agreement was from February 2006 through December 31, 2006. 

Employee A acknowledged that he had been on contract for a few years.  Although our office 
was unable to obtain the agreements for 2004 and 2005 until November 16, 2006; our office did 
obtain Employee A’s Form 700’s during our fieldwork.  The following was identified: 

• Employee A’s Form 700 for 2001 identified him as the President/CEO of the 
Commission as well as the President of Company D.    His Form 700 Schedule A-2 also 
identified him as a consultant for the Exchange with gross income ranging from $10,001 
- $100,000.   

• Employee A’s Form 700 for 2002 identified him as the President/CEO of the 
Commission.  His Form 700 Schedule C also identified him as the President of the 
Exchange with a salary range of $10,001 - $100,000.  Schedule C also identified 
Employee A as a consultant to another entity in which Employee A provided consulting 
on Mexican Trade laws.  Income received for this activity was stated at $1,001 - $10,000. 

• Employee A’s Form 700 for 2003 identified him as the President of the Commission on 
the cover page.  His Form 700, Schedule C also identified him as the President of the 
Exchange with a salary ranging from $10,001 - $100,000.  Schedule C further identified 
him as the CEO of the Commission with a salary range of over $100,000. 
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• Employee A’s Form 700 for 2004 identified him as the President/CEO of the 
Commission.  His Form 700 Schedule C also identified him as a Consultant for the 
Exchange with a salary range of $10,001 - $100,000. 

• Employee A’s Form 700 for 2005 identified him as the CEO of the Commission. His 
Form 700 Schedule C also identified him as a consultant/manager for the Exchange with 
a salary range of $10,001 - $100,000. 

Based on the fact that Employee A managed and was paid by both entities, and the closely 
related activities of both, it became difficult to identify which expenses were those of the 
Commission versus the Exchange.  Since the Commission also recorded and paid the Exchange’s 
expenses, the opportunity for record keeping errors to occur was greatly increased.  Not only was 
the opportunity for error a perception but was also a reality based on a couple of errors noted 
during the audit.  In one instance, our office noted that the Commission had paid $48,000 to a 
website design firm that was recorded as an expense of the Commission.  However, our office 
noted that $5,585 was related to the website design of the Exchange.  Employee A acknowledged 
that an error had occurred and the Exchange reimbursed the Commission for this portion of the 
cost, after our office informed the Commission.  In other instances, our office observed legal fees 
that were invoiced to the Exchange but were paid for by the Commission.  These invoices 
amounted to $6,800.  Although these invoices were titled, “California Fresh Tomato Growers 
Exchange”, someone had crossed this out and wrote “Commission” and “Tomato Commission” 
on certain invoices.  Based on the summary of charges, it appears these expenses belonged to the 
Exchange.  The Exchange has not reimbursed the Commission for these expenses at the time we 
concluded our fieldwork.  However, Employee A attempted to explain these expenses (Please 
refer to Appendix F).  These errors are all internal control weaknesses that occur when one 
manager, Employee A in this case, oversees two closely related entities and the expenses of both 
entities are recorded in the Commission’s general ledger.  The internal control weakness is 
further perpetuated since the board members are the same for both entities. 

To further complicate matters, our office also received an MOU dated June 8, 2001 from the 
Exchange’s legal representatives on November 16, 2006 that is titled “Memorandum of 
Understanding for Administrative Services between the California Tomato Commission and the 
California Fresh Market Tomato Growers Exchange.”  This MOU is signed by Employee A, 
President of the Exchange, and a Chairman of the Commission.  The MOU states, 

“The Commission, acting through its staff, shall provide administrative services to the 
Exchange, the purpose of which is to manage the day to day activities of the 
Exchange…” 

It further states, 

“In consideration for the services provided by the Commission to the Exchange, 
Exchange shall compensate Commission in the amount of $2,867 per annum.”   

Since our office does not know which staff the MOU is referring to or the services provided, our 
office is unable to determine whether payments were made or should have been made to the 
Commission.  Furthermore, this MOU is one month prior to Employee A’s consulting firm being 
hired by the Exchange according to board minutes previously mentioned.  This is yet another 
document we received weeks after our audit fieldwork was concluded.  This MOU warrants 
further explanation.   
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Furthermore, the Commission’s Executive Committee Board Minutes dated June 1, 2002 had a 
2002 salary schedule attached to it that warrants further explanation.  The schedule makes 
reference to “Exchange Quarterly Billings” for Employee A and Employee B, adjustments for 
Employee B’s time basis and salary, and “Exchange Cap” (Please refer to Appendix G).  The 
question that remains is whether the Exchange owed the Commission monies for these services, 
and if so, were these paid.  Furthermore, if the Exchange was in fact reimbursing the 
Commission for time worked by Employee A, then our office would need an explanation of why 
Employee A was paid by the Exchange as an independent contractor. 

Although our office has not received all of the information necessary to determine whether any 
conflicts of interest have occurred, it would not be prudent for our office to ignore the 
perceptions at this point.  Had our office received all of the information regarding this 
relationship, our office would have worked in cooperation with our legal counsel to make a 
determination.  Based on information already stated, the two entities should have been kept 
separate and independent of each other, especially as it related to the record keeping.  

Recommendation 
1. Due to the seriousness of the issues raised, the Commission should contact the proper 

authorities so that investigations into these issues may be performed. 

RELATIONSHIP BETWEEN THE COMMISSION AND THE FOUNDATION 
During the January 14, 2004 board meeting for the Commission, the feasibility of establishing a 
California Tomato Research Foundation (Foundation) was discussed.  According to the minutes, 
Employee A told the board that the primary advantage comes from the tax benefits that donors to 
the program would receive.  Employee A also stated that to form the Foundation would require 
one year’s time and $6,000 - $8,000 in legal expenses. 
 
Since that time, the Commission has created and paid for a website as well as incurred legal fees 
on behalf of the Foundation.  According to the Secretary of State’s Office, the Foundation filed 
their Articles of Incorporation on February 1, 2005 which stated the corporation is a nonprofit 
Public Benefit Corporation.  The specific purpose is the corporation is to support research 
regarding fresh tomatoes including but not limited to, research regarding production and 
nutrition for the benefit of the public.  Once again, our office noted Commission board members 
were listed as officers of the Foundation. 
 
In an attempt to gain a better understanding of the Foundation, our office requested for additional 
information from the Commission.  On October 30, 2006, our office received a facsimile that 
was apparently written by Employee A.  A few statements from the facsimile are as follows: 
 

• “As noted, the Foundation would provide a tax donation to the supporters, meaning seed 
companies, etc, - this was the primary benefit of the Foundation.” 

 
• “In 2006, the Commission approved funding of the Foundation equal to the program of 

researcher Individual #5, who is a world class breeder.  The Commission wanted the 
project to run through the Foundation so that royalties could be funded back to the 
Foundation for the further support of this and other projects.” 
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• “Also during the period of formation, discussion took place with Company E, one of the 

largest seed companies, about the feasibility of doing proprietary breeding for the 
California industry and with a share of industry purchases of Company E to be returned 
to the Foundation to support generic breeding at UC Davis.  As a result of these 
discussions, Company E asked that I attend their world tomato conference in Sicily at 
primarily their expense in 2005.  In 2006, discussion continued with the seed companies 
(see Cabo Conference) as to the feasibility of royalty streams being developed.” 

 
• “Individual #6 manages the foundation.” 

 
Based on the information observed by our office, we have concerns regarding the potential for 
conflict of interest issues and/or possible violation of the political reform act.   
 
According to Employee A, a majority of his expenses to Sicily, Italy were paid for by a seed 
company.  However, according to the Commission’s credit card statement, Employee A charged 
$7,405 for airfare to Italy in May 2005.  Our office is unaware of a reimbursement by Company 
E to the Commission for this airfare.  According to Employee A, Company E paid for Employee 
A’s expenses at a time when he was also managing and being paid by two other entities, the 
Commission and the Exchange.  This was yet another instance in which Employee A received a 
benefit from another entity while being paid a salary by the Commission.  Without further 
information, our office is unable to determine if the amount paid to Employee A was a gift and if 
so whether it exceeded $300 and/or whether Employee A reported this to the proper taxing 
authorities if so required.  Furthermore, we are unable to determine whether Employee A should 
have reported this information on his Form 700.  Due to the fact that our office does not have a 
clearer understanding of the relationship between Employee A and the seed company and who or 
what entities may have benefited from this relationship, we are unable to offer any further 
analysis. 
 
It should be noted that although the Foundation is a nonprofit corporation, the website expenses 
and legal fees have been paid for by the Commission, which is a separate entity.  Our office did 
not observe any accounts receivables on the Commission’s records that would indicate the 
Foundation would be reimbursing the Commission for any expenses already paid for on its 
behalf.  Although these expenses may be appropriate, our office cannot make a determination at 
this time.   

Recommendation 
2. Due to the seriousness of the issues raised, the Commission should contact the proper 

authorities so that investigations into these issues may be performed. 

COMMISSION CONFERENCES 
Our office has concerns whether or not the Commission’s conferences were in the best public 
interest as referenced in the Food and Agriculture Code.  Our office does not consider many of 
the Conference expenses to be necessary or in the best public interest, including amounts spent 
on family members and friends of employees for airfare, meals, and lodging to travel to potential 
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conference locations as “site visits” and attend the accompanying conference.  Although our 
office does not agree that many of the conference expenses were necessary, one of our 
responsibilities is to identify these expenses so that all those involved may also make a 
determination as to whether the Commission acted in the best public interest.  The following 
information will assist those in the decision making process. 

The Commission conducts an annual conference in which industry members, Commission staff, 
and their families meet pertaining to matters and topics related to the tomato industry.  Per 
discussion with Employee A during our first week of fieldwork, he explained that the annual 
conference is intended to be self-sufficient.  However, over the past several years, the 
conferences have experienced large deficits that appear to discount this claim.  Although we 
limited our audit testing to the financial activities of the 2004, 2005, and 2006 conferences, we 
noted large deficits in 2004 and 2005 that we compared to previous years to determine whether 
they were unusual.  During our analysis, we identified similar deficits for the conferences held in 
2001, 2002, and 2003.  Based on the amounts reported in the Commission’s general ledger and 
internal Commission worksheets, from 2001 through 2006, the annual conference’s income 
totaled $350,604, while disbursements totaled $479,186, for a net deficit over the six-year period 
at <$128,582>.  Please refer to Table 1 below for a detailed summary of the conference’s related 
activities over the past six years as recorded by the Commission in their general ledger. 

 
Table 1 

CALIFORNIA TOMATO COMMISSION 

SUMMARY SCHEDULE OF ANNUAL CONFERENCE RECEIPTS AND DISBURSEMENTS 

Twelve Months Ended February 28, 2006, 2005, 2004, 2003, 2002, 2001 

       GRAND 
TOTALS 

 2006 2005 2004 2003 2002 2001 2006-2001 
RECEIPTS:        
Registration $37,958  $21,850 $44,730 $33,421  $32,872 $23,164 $193,994 
Sponsorship   41,810    27,500   21,250   24,500   17,625   23,925   156,610 
        
Total Receipts   79,768   49,350   65,980   57,921    50,497   47,089  350,604 

        
DISBURSEMENTS:        
Entertainment   37,855   36,608  37,575 42,024   30,570  24,879 209,511 
Education     4,296 - -     729   21,234  15,527   41,786 
Seminar/Meetings     7,700   15,864  17,438 25,596   17,980  19,731  104,309 
Staff Expenses    21,106    17,816  18,224 18,859    6,842   4,877   87,724 
Miscellaneous      7,395      4,851  16,055  1,534    3,204   2,817   35,856 

        
Total Disbursements    78,352   75,139  89,292 88,742   79,830  67,831 479,186 

        
SURPLUS/(DEFICIT)         $1,416  A $<25,789> $<23,313>    $<30,821> $<29,333>   $<20,742> <128,582> 

LOCATION Cabo San 
Lucas, Mexico 

Huntington 
Beach, CA 

Cabo San 
Lucas, Mexico 

Tucson, 
Arizona San Diego, CA 

San 
Francisco, 

CA 

 

Note A: $6,500 expense for the 2006 Conference was inappropriately charged to the 2005 Conference, therefore the 2006 conference also experienced a 
deficit.  In addition, our office identified between $5,000 and $10,000 in conference related expenses for each of the 2004, 2005, and 2006 conferences 
that were recorded in other Commission expenditure accounts.  Had these expenses been charged to the conference expense line item, the deficits would 
be larger. 
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Although the intention of the Commission may have been to operate a self-sufficient conference, 
year after year conference deficits indicate that this was not a reality and that assessment dollars 
were used to cover the shortfall.  The Commission primarily operates one bank account of which 
both conference income and assessment payer fees are collected and deposited.  Since the 
conference income was not sufficient to pay for the related expenses incurred, it becomes evident 
that assessment payer fees were used to pay for these expenses.   

Our office is aware that Commission business was conducted at these conferences; however our 
office does not consider many of the expenses to be in the best interest of the public for the 
obvious reasons as mentioned throughout this report.  Not only were the destinations such as 
Cabo San Lucas, Mexico, and Arizona unnecessarily expensive, the following expenses were 
questionable and more importantly may be considered a gift of public funds: 

• Prior to each of the 2004, 2005, and 2006 conferences, the Commission paid for airfare, 
meals, hotels, and activities of the spouses and children of Employees B and D, to 
accompany them in conducting “site visits” at potential conference locations.  These site 
visits occurred several months prior to the start of the actual conference.  For the three 
conferences “site visits” that we examined, the staff members and their family incurred 
approximately $25,000 in expenses in traveling to and during visits, twice at Cabo San 
Lucas, Mexico, and once in Huntington Beach that were fully paid for by the 
Commission.  In addition, the Commission paid for Employee A to stay two nights at the 
Lodge in Torrey Pines as a potential “site visit” for the 2004 conference.  It should be 
noted that this location was not selected.  Furthermore, Employee’s A gave us two 
different reasons why he went to Torrey Pines, once again raising our level of 
professional skepticism. 

• During the “site visit” at Huntington Beach related to the 2005 conference, hotel folio’s 
show that Employee’s B and D charged approximately $750 in spa treatments to their 
rooms.  The commission paid these charges and was not reimbursed from the employees.  
It should be noted that Employee’s B and D did not retain their hotel folio’s for the 2004 
and 2006 site visits.  Therefore, we could not review the charges made by these 
employees during those years for appropriateness. 

• During each of the 2004, 2005, and 2006 annual conferences, the Commission paid for 
the airline tickets, lodging, and meals of one guest of each Employee B, C and D to 
attend the annual conference.  Furthermore, the commission paid for a few members of 
Employee A’s family to attend the annual conferences.  The total amount directly spent 
on employees, their family members and guests to travel, lodge, dine and attend the three 
conferences exceeded $43,000. 

• Included in the amount above, the Commission spent $5,314 to charter a private aircraft 
and transport staff members, a board member and his spouse from Fresno to the 2005 
conference in Huntington Beach, CA.   

• At the 2005 conference, the Commission spent $653 to hire a H2 Hummer Stretch 
limousine to transport staff members and their families to and from the Hyatt Regency 
Hotel to Morton’s of Chicago’s for a pre-conference dinner.  In addition, the Commission 
paid $1,687 for the staff dinner.     
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• The Commission paid for four airline tickets for Employee A’s daughter and her guests to 
fly from San Jose to Santa Ana and attend the 2005 conference. In addition, the 
Commission paid for a limousine to pick her and her guests up at the airport and transport 
them to the Conference hotel.  The Commission also sent a limousine to transport three 
family members of Employee A and B from the Los Angeles international airport to the 
conference hotel prior to the start of the 2005 conference.  

• Our audit was limited to the information provided by the Commission’s employees.  We 
noted that detailed folio’s for all room charges incurred during the site visits and 
conferences were not retained by the employees and not available for our review.    

Although, the Commission’s own accounting of the conferences identified a deficit averaging 
<$25,000> per year over the past six years, our office’s analysis puts the deficit even higher as 
we identified expenses incurred directly at the conference that were recorded to other 
expenditure line items within the Commission’s general ledger.  For example, all expenses 
incurred by another employee of the Commission, Employee C and her friend (approximately 
$3,000 per year) to attend each of the conferences in 2004, 2005, and 2006 were recorded to 
California Grown expenditure line item, rather than conference expense.  For the 2005 
conference, the $5,314 incurred to charter a private aircraft for employees to attend the 
conference was recorded to Account #549-10, Commissioner-Travel, rather than conference 
expense, and the approximately $2,100 paid to Best Limo for conference related travel was 
recorded to Account #548-10, Administrative Travel.  Furthermore, the $1,687 spent at Morton’s 
of Chicago for staff members and their families was also charged to Account #548-10, 
Administrative Travel, rather than conference expense. 

All told we determined between $5,000 and $10,000 in direct conference related expenses for 
each of the 2004, 2005, and 2006 conferences were charged to other Commission expenses line 
items.  Had these charges been recorded or prorated into the conference expenditure line item, 
the overall deficits for the six-year period identified in Table 1 would be much larger.  Employee 
A’s explanation for doing this was that the Conference represented three different business 
activities.  He explained that at the 2005 Conference the Commission held its annual Board of 
Director’s meeting, the Exchange held a meeting, and the Conference took place.  Employee A 
stated,  

“As to staff travel, there are the costs associated with attending the meeting.  These 
would include, but not limited to, transportation from Fresno to the meeting site.  These 
are expenses that would be incurred with or without the conference.” 

However, our office disagrees that costs associated for travel would have been incurred with or 
without the conference.  The travel related to conducting a board meeting in Huntington Beach 
or Cabo San Lucas, Mexico is directly related to the location of the Conference rather than a 
board meeting that could have been held locally.  Without these destinations, the Commission 
would not have incurred excessive travel expenses.  Furthermore, although the Commission 
allowed the Exchange to conduct its meetings during each of the 2004, 2005, and 2006 
conferences, the Commission did not allocate a sufficient percentage of conference expense to 
the Exchange.  A review of the Commission’s general ledger identified that no charges were 
allocated to the Exchange in 2004 and 2006.  In 2005, less than $1,200 in meeting expenses was 
allocated to the Exchange.  This despite the fact that it appears Exchange business represented a 
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portion of the overall business activities conducted during the conference.  This raises concerns 
about whether the Exchange owes the Commission monies for a portion of these expenses. 

Even though the Commission’s own accounting records identify deficits for the conferences 
from 2001 to 2005, the Commission continued to operate an inefficient conference year after 
year.  To highlight this inefficiency, our office observed the agenda for the 2006 conference held 
in Cabo San Lucas, Mexico and noted that only about 1 ½ days were dedicated to business 
related sessions.  The following information was gathered from an agenda that was provided to 
us for the 2006 conference: 

Wednesday, February 8th 
3:00 pm to 6:00 pm – Registration 

6:00 pm to 8:00 pm – Opening Reception 
 

Thursday, February 9th 
7:30 am – Welcome Breakfast 

9:30 am – Changing Trends in Foodservice Purchasing 
11:15 am –Research Report: How Safe are our Tomatoes? 

12:30 am – Address to the Industry Lunch 
1:30 pm – Quality Task Force – Members and Invited Guests 

1:30 pm – Breeder Roundtable 
 

Friday, February 10th 
Day at Play 

 
Saturday, February 11th 

9:00 am – State of the Industry Reports 
10:30 am – California Fresh Tomato Growers Exchange 

6:00 pm – Closing Party Reception 
6:30 pm – Closing Party Fiesta 

 
The above agenda calls into question the rationale, value, and business purpose of annually 
spending between $69,000 and $90,000 to hold a conference that had incurred repeated deficits 
in distant locations for basically a day and one half of business related activities.  

Finally, the Commission did not provide clear transparency or disclosure of all conference 
related activity to all assessment payers or the CDFA.  In accounting for the annual conference 
within the annual financial statements and annual budgets, the Commission netted conference 
revenues against expenses rather than report both amounts at gross.  Our office requested an 
explanation from the Commission’s Certified Public Accountant and among other things he 
stated, 

“The primary users of the financial statements are the board of directors.  If they so 
desire, they can distribute them to growers and handlers.  All of them are aware of the 
conference, or should be.  The conference is discussed at board meetings; many of them 
attend the conference; and if they want detail of the conference receipts and 
disbursements, they have access to Quickbooks reports.  Everything is transparent.” 
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Our office disagrees with this statement.  Our office believes the assessment payers and the 
CDFA are as much primary users of those financial statements as anyone else.  Furthermore, our 
office could not find any record of discussion in the board minutes that fully explained the costs 
involved in these conferences.  In addition, no amounts were reported in the annual budgets 
submitted to CDFA for concurrence.  For example, in FY 2005/06 the operating budget 
submitted to the CDFA lists its conference revenue at $0 and its conference expenses at $0.  
Therefore, in reviewing the annual audited financial statements or the annual budgets, there was 
no way for any individual outside of Commission management and board members to 
understand the nature, extent, and volume of resources spent on the annual conference.  It should 
be noted the Food and Agriculture Code 78668 states that a summary of the audit shall be 
reported to all persons subject to this chapter, a copy of which shall also be submitted to the 
department.     

Recommendations 
3. The Commission should review all prior year conference related expenses and determine 

the total amount spent on the family members and guests of employees and the personal 
amounts spent by employees.  The Commission should establish an accounts receivable 
and seek reimbursement of these expenses since these appear to be gift of public funds.   

4. The Commission should ensure all conference related income and expenses are fully 
disclosed at gross in the annual budgets submitted to CDFA for concurrence and the 
financial statements sent to all assessment payers.    

5. The Commission should operate their business activities in the best public interest. 

CREDIT CARD CHARGES  
Our Office noted that the Commission did not keep adequate documentation on file for credit 
card charges, such as actual invoices, receipts, and hotel folio’s, on numerous occasions for the 
charges incurred by employees.  A review of the Commission’s general ledger identified that a 
majority of the discretionary expenses made by commission employees were purchased using 
their Commission’s American Express credit cards.  For the period March 2003 through August 
2006, each of the four employees had a separate American Express Card.  Each month, 
American Express sent one statement summarizing the activity of all four employees.  All 
incurred charges were itemized under each employee’s name and one payment was made by the 
Commission for all the charges incurred by all four employees.  The total net charges generated 
by the respective credit card holders were approximately $653,000 during this time period. 

Our Office was not provided the requested supporting documentation and Employee A informed 
us that it was not policy to retain invoice copies since the charges and credits were listed on the 
credit card statements.  Our office determined that a review of the credit card statements did not 
meet the criteria for supporting documentation since the absence of original invoices, business 
purpose notations, attendees, account classifications, and justification of the benefit to the 
Commission was not evident.   

Some of the credit card charges we initially observed were as follows: 

• Restaurant and hotel charges totaling thousands of dollars without an accompanying 
receipt/invoice.    
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• Airline passengers identified as Commission family members and or friends traveling to 
the annual conference. 

• Personal charges that were recorded as employee receivables. 

Our office requested that the employees provide us with receipts/invoices as well as written 
explanations to all of the charges.  Eventually, by working through the Commission liaison, the 
employees made efforts to obtain the related receipts, hotel folio’s, and trip agendas for all 
charges for the forty-two month audit period.  We reviewed the initial attempt on November 3, 
2006 and determined that while it was helpful in supporting a portion of the credit card charges, 
numerous large amounts remained unsupported.  Due to the enormous amount of charges, and 
realizing the anticipated hardship that the burden of securing old receipts would place on 
Commission employees, we provided a sample of eight pages summarizing material charges that 
the four employees needed to gather actual receipts for.  The four employees sent us additional 
support on November 14, 2006.  However, our review indicated that a majority of the charges 
were still not supported by original receipts.  Instead the employees provided us written 
explanations, letters sent to vendors requesting duplicate receipts that the vendors responded by 
saying that a receipt/invoice could not be provided and other attempts to justify the expenses 
they had incurred.  However, without the proper support, we are still unable to determine 
whether numerous charges for meals and lodging were reasonable.   

Based on the limitations noted above, below is a summary of our concerns of credit card charges 
incurred by each of the Commission’s four employees.      

Employee A’s Credit Card Charges  
For the audit period, Employee A incurred approximately $320,000 in credit card charges. 

Of this amount, Employee A charged $4,856 on airline tickets for family members and/or 
their guests, to attend the 2004, 2005, and 2006 annual tomato conferences that was 
previously mentioned in the report.  Furthermore, all other accompanying expenses incurred 
by these family members and guests on lodging, meals and other activities during the 
conferences were also paid for by the Commission.  We cannot determine the exact amounts 
spent on these family members due to the lack of actual receipts.  Furthermore, we requested 
the Commission to determine the amounts spent on entertainment for employee’s family 
and/or guests at the conferences; however they have not done so thus far.  
Employee A also incurred approximately $32,000 in meal expenses during this time period 
as well.  Since we were rarely provided receipts for these amounts, we are listing a few of the 
restaurant charges we observed on the credit card statement: 

• $5,709 for four 2006 restaurant charges that Employee A describes as MAP events 
with complete documentation maintained at BCI, no receipts could be provided.  
Employee A stated “this was a MAP event, and the documentation for these activities 
would be held by Individual #28 in Seattle, as these expenses are subject to a USDA 
audit”.  Since the Commission initially pays for these expenses, the supporting 
documentation or related copies should be maintained at the Commission offices. 

• $1,687 charge at Morton’s restaurant described as pre-conference staff and spouses 
dinner.  
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• $2,105 was spent at Caesars Italian Restaurant described as the annual Board of 
Directors dinner. 

• $1,779 was spent at Rio City Café for reverse trade mission as explained by 
Employee A. 

The receipt becomes very important in determining whether the meals and/or alcohol paid 
with Commission funds is reasonable.  On one of the rare occasions that we received a 
receipt for a restaurant charge for a dinner in Sacramento, California, in September 2006, we 
were able to determine that three $190 bottles of wine were charged to the credit card. 
Employee D’s Credit Card Charges  
For the audit period, Employee D incurred approximately $160,000 in credit card charges of 
which the following concerns are noted: 

• Employee D charged $7,156 on airline tickets for her family members and family 
members of Employee B, to attend “site visits” prior to and to attend the 2004, 2005, 
and 2006 annual tomato conferences that were previously mentioned in the report.  
Furthermore, all other accompanying expenses incurred by these family members on 
lodging, meals and other activities during the conferences and site visits were also 
paid for by the Commission.  We cannot determine the exact amounts spent on these 
family members due to the lack of actual receipts.   

• No invoices could be provided for $19,445 spent at the Hyatt hotels for annual 
research meetings held January 2005 and 2006. 

Employee C’s Credit Card Charges  
For the audit period, Employee C incurred approximately $126,700 in credit card charges of 
which the following concerns are noted: 

• Employee C charged $1,136 on airline tickets for guests to attend the 2004, 2005, and 
2006 conferences that were previously mentioned in the report.   Furthermore, all 
other accompanying expenses incurred by the friends on lodging, meals and other 
activities during the conferences were also paid for by the Commission.  We cannot 
determine the exact amounts spent on these guests due to the lack of actual receipts.   

• Employee C spent more than $10,000 on meals during the audit period.  We noted 
that a majority of the actual receipts were not maintained for our office to understand 
the charges incurred.  For example, we noted the employee incurred a charge of 
$1,967 at an Italian Restaurant after the annual Board of Directors meeting in San 
Francisco.  A receipt could not be provided for us to determine the reasonableness of 
this expenditure. 

Employee B’s Credit Card Charges  
For the audit period, Employee B incurred approximately $46,400 in credit card charges of 
which the following concerns are noted: 

• Employee B charged $1,969 on airline tickets for family members, to attend site visits 
prior to and to attend the 2004, 2005, and 2006 conferences that were previously 
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mentioned in the report.  Furthermore, all other accompanying expenses incurred by 
these family members on lodging, meals and other activities during the conferences 
were also paid for by the Commission.  We cannot determine the exact amounts spent 
on these family members due to the lack of actual receipts.   

These charges for all employees raise concerns as to the benefits derived by the Commission, 
whether these expenses are ordinary and necessary, the lack of proper controls, and the 
validity of the representations in the audited financial statements regarding related entities 
and actual costs for the annual conference. 

Recommendation 
6. The Commission should keep adequate support for all expenses incurred.  At the very 

least the Commission should ensure that a receipt/invoice is kept on file along with the 
names/business conducted if appropriate.   

7. The Commission should determine the personal amounts spent with Commission funds 
and seek reimbursement from the appropriate employees.  These personal amounts 
appear to be a gift of public funds. 

USE OF PRIVATE AIRCRAFT CHARTERS 
Our office noted that over the past three years the Commission made 13 payments totaling 
$44,817 to different private aircraft charter companies for travel related expenses.  The 
Commission’s explanation for utilizing private aircraft charter services rather than flying with a 
commercial airline was that it was more cost effective.  However, we disagree with this 
statement and feel that with sufficient planning, a less costly travel alternative was available.  For 
example, the Commission paid $5,314 to transport two staff members, a Board member, and 
their guests from Fresno to Santa Ana and return in order to attend the 2005 tomato conference.  
A few months earlier, Employees B & D each charged less than $100 to their Commission credit 
cards for gas in traveling from Fresno to Santa Ana and return during their conference “site 
visit”.  Furthermore, staff members routinely fly from Fresno to Los Angeles at a cost of less 
than $200 per trip. 
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Our office also noted that the Commission did not perform a cost-benefit analysis to justify any 
of the 13 trips prior to the trip’s commencement.  Refer to Table 2 below for a summary of the 
Commission’s use of private aircraft charter companies.  

Table 2 

CALIFORNIA TOMATO COMMISSION 

SUMMARY OF PRIVATE AIRCRAFT CHARTER EXPENSES 

For Years 2006, 2005, 2004, & 2003 

Item 
Number 

 
 

Invoice 
Date Company Passengers Destination 

Business 
Purpose 

Total 
Cost 

1 5/13/03 Andrew & 
Williamson Individuals #8, #9, #10, and #11 

Montgomery to Brownfield 
to Fresno to Watsonville to 

Carlsbad 
Board Meeting $ 2,796 

2 8/6/03 Andrew & 
Williamson Individuals #8 and #11 Palomar to Brownfield to 

Fresno to Carlsbad 
Board Meeting 
(not verified) $  2,910 

3 5/12/04     Express Air 
       Charter 

Individuals #10, #12, #13, #14,  
and #15 

Carlsbad to Stockton to 
Carlsbad Board Meeting   $  3,659 

4 6/29/04       Air Fred Information not provided Information not provided  Canada 2004 
MAP   $  3,657 

5 7/30/04 Sky Trek Employee A, Employee C, 
Individuals #16, #17, #18, and #19 

Modesto to Fresno to Santa 
Ana to Fresno to Modesto 

Filming DVD 
Good Ag 
Practices 

  $  4,528 

6 8/19/04 Air Fred Employee A, Individuals #16, #37, 
and #38 

Fresno to Santa Ana to 
Fresno 

Filming DVD 
Good Ag 
Practices 

$  3,135 

7 2/28/05 Air Fred Employees C, D, Board Member 
E, Individuals #20 and #21 

Fresno to Santa Ana to 
Fresno 

2005 
Conference $  5,314 

8 6/10/05 Great Circle 
Aviation 

Individuals #12 and #14,  
 Board Member H 

Carlsbad to Santa Barbara 
to Fresno Board Meeting $  1,200 

9 6/16/05 Andrew & 
Williamson Individuals #6, #35, #36 Information not provided Baja Meeting $  3,529 

10 12/14/05 Wofford Aviation Employee A, Individuals #2 and 
#23 

Fresno to San Diego to 
Fresno 

Court 
Appearance $  2,667 

11 2/21/06 Wofford Aviation Employee A Fresno to Bermuda Dunes 
to Santa Anna to Fresno 

Nomination 
Meetings $  2,934 

12 7/19/06 Wofford Aviation Individuals #7, #24, #25, #26, #27, 
#28, #29, #30, #31, and #32 Oxnard to Fresno Guadalajara 

Trade $  5,515 

13 8/16/06 Wofford Aviation Information not provided Information not provided Canada 2006 
MAP 

$  2,973 
 

    Grand Totals $ 44,817 
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 Recommendation 
8. Prior to contracting for the use of a private aircraft for travel related purposes, the 

Commission should perform a detailed cost-savings analysis that documents and 
demonstrates the necessity and benefit expected in using assessment dollars to charter a 
private aircraft.  The analysis should clearly identify the savings expected to occur in 
chartering a private aircraft versus other travel options. 

EMPLOYEE RECEIVABLES 
Commission employees appear to have violated the Commission’s Internal Policy Manual dated 
August 2004.  The manual states that employees were not to charge personal expenses as a 
matter of convenience.  However, our office noted that the Commission had established 
employee receivables for thousands of dollars during our audit period.  Employee A explained 
that the receivables were established due to personal expenses that the employees had charged to 
Commission credit cards.  Therefore, we requested the Commission to provide us with the 
general ledger detail that would indicate the time period that the Commission carried the 
employee receivables and the detail of the employees’ repayments.  The Commission was able to 
provide us with general ledger detail as far back as September 1999.  From these records, we 
observed the following: 

• Employee A made personal charges on his Commission credit card in the amount of 
$27,000.  His personal charges that were shown on the Commission’s general ledger 
detail included purchases made to various businesses including JC Penneys, Nordstroms, 
Louis Vuitton, ticketmaster, itunes, the Fairmont, and many other stores, restaurants, 
hotels, and businesses. 

Since 1999, Employee A’s personal charges carried balances in the thousands of dollars 
on a monthly basis and were as high as $10,676.  In many instances, his repayments to 
the Commission consisted of partial payments that were infrequent and nominal.  From 
March 1, 2004 to February 14, 2005, Employee A made no repayments to the 
Commission while incurring approximately $8,000 in personal charges on the 
Commission’s credit card.  Although his subsequent payment was made on February 18, 
2005 in the amount of $5,383, the credit card monthly balance had already reached 
$10,676.  

• Employee E has not been employed by the Commission since 2001.  During November 
1999 through May 2001, she made purchases with her Commission credit card totaling 
approximately $11,000.  Similar to Employee A, her payments were infrequent and 
nominal at times.  At one point, her Commission credit card had a balance as high as 
$9,500. 

• Employee D incurred less than $218 in personal charges with her Commission credit card 
that was recorded as an employee receivable. 

These personal charges were not further explored by our office since the Commission established 
an Accounts Receivable for each of the employees which were eventually paid off by them. 
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Recommendations 
9. The Commission should not allow its staff to use Commission credit cards for any 

personal use.   

10. The Commission should strengthen its internal controls over the use, review and 
approval of all Commission credit cards.    

SPONSORSHIPS 
Our office became aware of another possible conflict of interest during the course of our audit. 

Since March 2003, the Commission wrote five checks to Individual #1 totaling $45,000.  
According to documentation provided to our office, the $45,000 was paid to Individual #1 for 
advertising displayed on his truck while racing for Company C.  Individual #1 raced his truck in 
San Felipe, Mexico and Ensenada-Baja California, Mexico during 2005 and 2006 with the 
California Tomato Commission logo clearly visible on the sides of his truck.  In an attempt to 
better understand Company C, our office observed a couple of articles on the internet.  In one of 
the articles, our office noted that Individual #1 had a co-driver named Board Member A.  Since 
the Commission also had a board member named Board Member A, our office inquired with 
Commission personnel to determine whether this was the same person.  Our office was informed 
that Board Member A, board member of the Commission, was also the co-driver for Individual 
#1. 

Since these payments raise concerns regarding a conflict of interest, as well as our understanding 
that these amounts were reimbursed by the federal government, our office will be forwarding this 
information and our final report will be issued to the federal government for their interpretation 
of the appropriateness of these payments.  Although the Commission has assured us that the 
federal funds have been audited by the federal government, that audit does not assure our office 
that the federal government is aware of that particular situation.    

Recommendation 
11. The Commission should contact the federal government to determine the appropriateness 

of this use of federal funds, specifically as it relates to Board Member A and Company C. 

TOTAL SALARY PAID TO EMPLOYEE A 
Our Office could not independently verify whether the total salary paid to Employee A for the 
years 2003 through 2006 was sufficiently authorized or appropriate due to the lack of internal 
controls over the record keeping of the Commission’s executive committee board meeting 
minutes (executive committee minutes).   Refer to Table 3 below for a schedule of the total 
salary paid to Employee A from 2003 though 2006.  

During the first day of our audit, our office requested all official executive committee minutes 
for the audit period.  We were provided a series of executive committee minutes that contained 
no signatures or dates by either a Commission Officer or Employee A.  These included the 
minutes that authorized bonuses and raises in Employee A’s salary.  Our office brought this 
internal control weakness to Employee A’s attention who indicated that signed and dated 
minutes existed; however, they were either in another location or at the Commission’s attorney’s 
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office.  On October 30, 2006, the Commission’s attorneys provided us with eleven sets of 
“official” executive session minutes from 2002 through 2006.  These minutes were identified as 
the original source documents of the Commission.   After reviewing these minutes, our office 
noticed the following weakness: 

1. There were two sets of “official” February 23, 2002 executive committee minutes that 
each reflected a different version of Employee A’s signature and date.  

2. None of the eleven executive session minutes, including the ones that authorized 
salary increases and bonuses to Employee A were signed or dated by any of the three 
Commission Officers.   

3. Two of the eleven sets of minutes did not contain any signatures and dates. 

These weaknesses raise our office’s level of professional skepticism and lessen the reliance we 
can place on the minutes provided to us on October 30, 2006. 
 
   Table 3  
 

California Tomato Commission 
Schedule of Total Salary paid by the Commission to Employee A 

For the 2006, 2005, 2004, and 2003 years 
      

 
Year 

 
Gross Salary 

 
Bonuses 

Payment for 
Unused  

Vacation 
Auto 

Allowances 
Total 
Salary 

2006    $112,000 (b)  $ 25,000   (a)   $ 4,417 (a)     $ 7,200  (b) $ 148,617 

2005   $106,000  $ 25,000   $ 6,625      $ 7,200 $ 144, 825 

2004   $106,000  $ 15,000   $        0 $ 7,200 $ 128,200 

2003   $100,000  $ 15,000   $ 8,333 $ 7,200 $ 130,533 

Note: The Total Salary does not include the salary paid to Employee A to manage 
the Exchange or other entities.  

  
(a) Paid to Employee A in January 2006   

               (b)  Amounts projected through December 31, 2006 

 
It should also be noted that for the period March 2003 through September 2006, Employee A 
charged approximately $96,000 for airfare, incurred more than $32,000 in meal expenses for 
him, board members, and related business associates, and charged approximately $47,000 in 
lodging expenses to his Commission credit card.   
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Recommendations 
12. The Commission should verify that the total salary paid to Employee A from 2003 

through 2006 is appropriate. 

13. The Commission should ensure all executive committee minutes are signed and dated by 
one of the three Board Elected Officer’s along with the President of the Commission. 

14. The Commission should ensure that all official accounting records, including certified 
copies of Board Minutes are centrally located and easily accessible to the public. 

PAYMENT OF UNSUPPORTED ACCRUED VACATION HOURS 
Our office could not independently verify whether the payments received by Employee’s A, B, C 
and D for cashing in their vacation time were appropriate or accurate.  Although the Commission 
is responsible for keeping accurate books, records, and accounts of all its business transactions in 
accordance with the Food and Agriculture Code, the Commission did not formally record, track, 
or account for the earning and use of employee vacation time.  During our audit, we noted that 
over the past several years that, in addition to salary and bonuses, Employee A was paid a total 
of $19,375 for vacation time he indicated that he had accrued but not used.  In addition, we noted 
that Employee’s B, C, and D were paid $1,138, $8,750, and $916 for vacation time they 
indicated that they had earned but not used.  However, without the proper accounting or 
timekeeping records detailing the accrual and subsequent use of vacation hours, we could not 
review or verify whether the payments received by the employees were appropriate or accurate.      

In addition, these payouts appear to violate the Commission’s own operating policy.  At the 
beginning of our audit, we requested the Commission to provide us with any and all policy 
manuals regarding their operations.  The Commission complied with this request by giving our 
office an Employee Handbook dated March 1, 2000.  Our office also received a copy of the 
Commission’s Internal Policy Manual dated August 2004. 

The Commission’s August 2004 Internal Policy Manual did not address employee compensation.  
However, the March 1, 2000 Employee Handbook stated the following regarding the payout of 
employee vacation time,  

“No employee will receive pay in lieu of vacation except on the termination of his or her 
employment…”  

Our office brought this internal policy violation to the attention of the Employee A.  A few days 
after providing the Commission with our finding, Employee A provided us with a different 
Employee Handbook.  The 2nd handbook was identical to the March 1, 2000 Employee 
Handbook that we originally received, except for changes in two sentences within the 47 page 
handbook.  The first difference was the part of the Employee Handbook that dealt with vacation 
payouts.  The 2nd handbook stated,  

 “An employee may pay in lieu of vacation upon approval of the President.” 

The other difference was the new handbook did not have a date on the front cover page.  Our 
office could not identify any other differences between the March 1, 2000 Employee Handbook 
and the 2nd Handbook.  Since the two manuals were nearly identical except for the fact that our 
audit finding was clearly addressed in the 2nd handbook, our office requested additional 
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information as it related to the origin and issuance of the 2nd handbook.  Our office requested 
information as to when the 2nd handbook was given to employees.  However, both Employee B 
and C indicated that they could not remember the issuance of the 2nd Employee Handbook.  No 
other information was provided to our Office regarding the origin or issuance of the 2nd 
Employee Handbook.   

Our office did note that within each employee’s personnel files was a signed and dated one page 
“Acknowledgement of Receipt of Handbook” for the March 1, 2000 Employee Handbook. This 
document is page 47 of the March 1, 2000 Employee Handbook and was torn out and placed 
within each employee’s personal file upon their receipt of the handbook.   

The “Acknowledgment of Receipt of Handbook” states, 

“I understand and agree that the terms of this Acknowledgement may not be modified or 
superseded except by a written agreement signed by me and the Chairman of the 
Commission, that no other employee or representative of the Commission has the 
authority to enter into any such agreement, and that any agreement to employ me for any 
specified period of time or that is otherwise inconsistent with the terms of this 
Acknowledgement will be unenforceable unless in writing and signed by me and the 
Chairperson of the Commission.” 

No such signed and dated “Acknowledgment of Receipt of Handbook” existed or was provided 
to our office for any Commission employee pertaining to the 2nd handbook.  In addition, 
subsequent to the 1st handbook we received, our office was provided a two-page unsigned and 
undated document titled employee compensation policy.  The document specified that employees 
could cash their unused vacation time.  However, the fact that this document was (i) provided to 
us after we notified the Commission of the their policy violation, (ii) contradicts the March 1, 
2000 Employee Handbook that each employee certified as receiving and adhering to, and (iii) 
contained no signatures or dates, lessened any reliance our office could place on it.  

Recommendation 
15. The Commission should establish an accounts receivable and collect reimbursement for 

all amounts paid to the four employees for unsupported and unaccountable vacation time 
cashed on their behalf.     

VIOLATION OF OPEN MEETING LAWS 
On September 18, 2006, our office noted that Employee A, C, and several board members, 
including Board Member J’s wife, had dinner at a restaurant in Sacramento, California.  A total 
of $1,511 was charged to the Commission’s credit card, which included the purchase of three 
bottles of wine costing $190/each for a total of $570.  Our office requested an explanation for 
this charge and was provided with the following written explanation by Employee A.   

“The business discussion was that related to the restructure of the Commission, including, 
but not limited to the future of the research efforts, the progress to date on marketing 
activities both domestic and international, and the relationship with CDFA. 

As to the expenditure for wine, decisions related to the menu selection and that of wine 
are those of the directors, not staff, which is the case at all meal functions attended by 
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Board members.  While staff offered to pay for the wine, in appreciation for the Board’s 
long-time support of staff, this offer was rejected by the board members.” 

Based on the above, the business discussions and lack of notification to the public, the dinner 
discussions appear to violate open meeting laws.  Our office requested information from the 
Commission regarding any further interpretation of the meeting and none was received.   

It should be noted that the Bagley-Keene Act is yet another avenue for the public to monitor and 
participate in the decision-making process. 

Recommendation 
16. The Commission should seek further guidance from the proper authorities on handling a 

violation of an open meeting law.  The Commission should disclose all business meetings 
to the public in accordance with the appropriate open meeting laws.      

VIOLATION OF THE PUBLIC CONTRACTS CODE 
Our office identified several instances in which payments were made to independent contractors 
that (i) did not demonstrate any competitive bidding effort, (ii) were not supported by any type of 
contract, and (iii) may have exceeded contract amounts without sufficient amendments.  Our 
scope was limited to these three areas and we did not attempt to determine if the contracts were 
fulfilled.  Our office requested information regarding several payments to independent 
contractors to determine whether the Commission was in compliance with the Public Contracts 
Code (PCC) as it related to bidding.  

Although our office limited our testing, we became aware that the Commission was not 
following the Public Contracts Code.  Therefore, our office requested the Commission’s policy 
as it relates to bidding.  The Commission responded by stating, 

“In most cases, in an on-going relationship, where performance has met all 
expectations, is worth retaining, as compared to going to bid.” 

Based on the evidence collected and the statement of the Commission, the Commission did not 
adhere to the Public Contracts Code as it relates to bidding.  Our office did not conduct an audit 
of the performance of these contracts based on the amount of time it was taking our office to 
receive the credit card detail. 

Based on our review of Commission payments to independent contractors over the amount of 
$100,000, our office noted the following items: 

• During 2003, 2004, 2005 and 2006, the Commission made payments to Individual #7 
totaling $374,925.  Individual #7 was contracted with to review current tomato handling 
practices, to provide training seminars, to provide advisory marketing services, and to be 
a liaison for tomato growers.  Based on the four contracts our office received for 
Individual #7 totaling $58,500 through August 2006, it appears that Individual #7 may 
have been paid more than the stated maximum on the contracts by $316,425.  This would 
depend on whether this amount represents reimbursable expenses that are supported with 
actual receipts not reviewed by our office.  In addition, no evidence was provided that the 
Commission demonstrated a competitive bidding effort in securing Individual #7’s 
services.  Overpayment to this contractor was also addressed during a federal audit.  
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• During 2003, 2004, 2005 and 2006, the Commission made payments to Company F 
totaling $267,696 for services relating to researching specific issues affecting the export 
of California tomatoes to Mexico and to assist in administrating the United States 
Department of Agriculture (USDA) Unified Export Strategy. Based on the two contracts 
our office received for Company F totaling $71,400, it appears that Company F may have 
been paid more than the stated maximum on the contracts by $196,296. This would 
depend on whether this amount represents reimbursable expenses that are supported with 
actual receipts not reviewed by our office.   In addition, no evidence was provided that 
the Commission demonstrated a competitive bidding effort. 

• During 2004, 2005 and 2006, the Commission made payments to Company A totaling 
$225,856 for legal services. Our office was never provided a contract for these payments 
and no evidence was provided that the Commission demonstrated a competitive bidding 
effort. 

• During 2003, 2004, 2005 and 2006, the Commission made payments to Company G 
totaling $156,354 for services relating to research coordination. Based on the one contract 
our office received for Company G totaling $47,000, it appears that Company G may 
have been paid more than the stated maximum on the contract by $109,354. This would 
depend on whether this amount represents reimbursable expenses that are supported with 
actual receipts not reviewed by our office.  In addition, no evidence was provided that the 
Commission demonstrated a competitive bidding effort. 

• During 2003, 2004, 2005 and 2006, the Commission made payments to Company H 
totaling $154,665 for services relating to various services. Our office was never provided 
a contract for these payments and no evidence was provided that the Commission 
demonstrated a competitive bidding effort. 

• During 2003, 2004, 2005 and 2006, the Commission made payments to Company I 
totaling $167,348 for general marketing services. Based on the one contract our office 
received for Company I totaling $42,000, it appears that Company I may have been paid 
more than the stated maximum on the contract by $125,348. This would depend on 
whether this amount represents reimbursable expenses that are supported with actual 
receipts not reviewed by our office.  In addition, no evidence was provided that the 
Commission demonstrated a competitive bidding effort. 

Recommendation 
17. The Commission should seek guidance from the proper authorities as it relates to their 

violation(s) of the Public Contracts Code.   

PUBLIC RECORDS ACT 
Our office conducted a brief analysis of the Public Records Act (PRA) requests that were 
received and processed by the Commission.   

Based on our analysis, Individual #33 requested information from the Commission on July 12, 
2005.  Company A responded to Individual #33 on July 22, 2005, stating that a 14 day extension 
was being invoked.  The next letter from Company A to Individual #33 was on November 17, 
2005.  However, the letter states in part,  
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“It is estimated that the Commission will make copies of its disclosable records available 
to you on or before August 31, 2005.” 

Since the date on the letter was November 17, 2005 and the contents of the letter reference a date 
that had already passed, our office requested a possible explanation for this from the 
Commission.  The Commission contends that correspondence was made with Individual #33 in 
October 2005.  Either way, it appears that Individual #33 was not contacted by the Commission 
within the required time period.  Therefore, it appears the Commission was in violation of the 
PRA. 

Recommendation 
18. The Commission should adhere to the rules of the Public Records Act.  In order to 

accomplish this, the Commission should have all records readily available to the public. 

AUTO ALLOWANCES 
The Commission has been paying up to a $600 monthly auto allowance to Employee A and C for 
the audit period March 2003 through September 2006.  Furthermore, our audit disclosed that 
Employee A was paid thirteen $600 monthly auto allowances for both fiscal years ended 
February 2004 and 2005.  Employee A has not responded as to when the overpayment(s) will be 
refunded to the Commission. 

In addition, Employee A and C have not provided documentation showing they provided 
accountability with the locations (where the expenses were incurred, between what points, how 
many miles) to the Commission supporting the Commission business mileage driven.  The 
absence of this information may require the Commission to report these auto allowances as 
taxable income to both employees 

Documentation received by our office on November 16, 2006 states, 

“The Commission provides car allowances in lieu of salary for some management class 
employees.”   

However, a review of Employee A and C’s W-2’s did not appear to disclose the auto allowances 
as taxable income.  Since Employee A has received income from the Commission, the Exchange, 
and his consulting firm, without travel logs he cannot adequately document that all mileage is the 
result of his employment with the Commission.  Furthermore, the Commission may have 
exposed themselves to additional payroll taxes, penalties, and interest by not correctly reporting 
these payments as taxable income on Employee A and C’s annual W-2’s. 

Recommendations 
19. The Commission should contact the proper taxing authorities to ensure the Commission 

properly tracked and reported its employee’s car allowances.  Furthermore, the 
Commission should require that employees submit monthly travel logs that indicate the 
business mileage driven and/or the actual maintenance incurred. 

20. The Commission should collect any overpayments paid to Employee A. 
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COMMISSION RECORDS 
The Commission did not keep accurate books, records, and accounts of all its business 
transactions as required by Food and Agriculture Code.  During the first week it became evident 
that Employee A did not retain all of the records at the Commission’s office in Fresno, 
California.  This was evidenced by conversations with him, as well as, his inability to produce 
adequate documentation for many of the Commission’s expenses.  Employee A also informed us 
that all of the Market Access Program (MAP) information was kept in Seattle, Washington.  This 
non-compliance with the Food and Agriculture Code resulted in multiple delays in our audit and 
has been an inefficient use of the Commission’s personnel during the audit as evidenced below. 

Although our audit commenced on September 11, 2006 at the Commission’s office in Fresno, 
California and ended on November 3, 2006, we encountered numerous delays during our audit.  
At one point our office left the Commission for a four week period because the Commission 
could not provide adequate support for its business transactions.  To further complicate matters, 
Employee A was recused from the audit after the first week of fieldwork.  The Commission’s 
legal counsel then became the liaison for which our office continued to work with, specifically 
Individual #2 of Company A. 

On November 3, 2006, our office notified Individual #2 that we would not be returning to the 
Commission.  After almost two months of waiting for adequate support, the Commission did not 
provide the documentation requested by our office. 

It should be noted that the Commission informed us that their credit card statements provided 
adequate documentation for those charges and was also accepted by its CPA as adequate support 
for credit card charges.  However, a credit card statement does not provide adequate 
documentation.  For example, a credit card statement does not provide a list of attendees for a 
restaurant charge, the business discussed, and benefits to the Commission which is absolutely 
relevant in determining whether the credit card charge is of a personal use or a business use.  
These credit card charges are discussed in the report.   

The Commission mailed us additional information up until Thursday November 16, 2006.  At 
this time our office has not accepted any additional information from the Commission. 

Recommendation 
21. The Commission should keep adequate support for all expenses incurred.  At the very 

least the Commission should ensure that a receipt/invoice is kept on file along with the 
names/business conducted, if appropriate.   

PREGNANCY LEAVE POLICY 
Employee A authorized payment of compensation for Employee D while she has and continues 
to be on disability leave for pregnancy since approximately August 2006.  Her biweekly 
compensation is offset by pregnancy-related disability payments.  Both versions of the Employee 
Handbook (one version undated, one version dated March 1, 2000) under Pregnancy-Related 
Disability Leave or Transfer states, 

“Except as provided by law or in this Handbook, pregnancy leaves shall be unpaid.” 
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As of November 16, 2006, our office has still not been provided with documentation that would 
allow for these payments. 

Recommendation 
22. The Commission should contact the proper authorities responsible for determining 

whether the amounts paid to Employee D are appropriate.  This will ensure that the 
Commission is not providing Employee D with a gift of public funds.   
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CDFA EVALUATION OF RESPONSE 

A draft copy of this report was forwarded to the management of the California Tomato 
Commission via their legal counsel for their review and response.  The Commission’s 
response addressed the findings in the report and stated their plans for implementing each 
recommendation.  However, our office has reviewed their response and in order to provide 
clarity and perspective, we have provided a few general comments and more specific 
comments as to each of their responses. 
Throughout our report, our office made reference of many issues that the Commission chose 
not to specifically address; conflicting MOUs between the Commission and the Exchange, 
missing amendments to the MOU, no explanation for independent contractor agreements that 
were clearly signed at different times, a letter written by Employee A to Individual #3 that 
has inaccurate information, and other points.  Based on the information contained in our 
audit report and the Commission’s decision not to report this information to the proper 
authorities, our office will ensure that the proper authorities are notified.   
Within the Commission’s response, it makes inaccurate assumptions and analysis that need 
further clarification to put them in proper perspective.  On page 5 of its response, the 
Commission states, 

“During the time period covered by the audit, approximately 44 
months, total expenditures of the Commission amounted to roughly $7 
million.  Of that amount, the Commission has approximated that only 
1% of those expenditures are actually at issue in the audit report” 

This statement highlights a lack of awareness of the limited scope of our engagement.  The 
limited scope was due to various reasons, including but not limited to, the Commission’s 
inability to provide adequate documentation in a timely manner which resulted in multiple 
delays during the audit.  For example, most of our audit time was consumed with trying to 
understand the relationship between the Commission and the Exchange and also gathering 
information regarding expenditures made on the Commission’s credit cards.  This was a 
direct result of the Commission’s inadequate record keeping.    
Our office estimates that 40% of the $7 million dollars were for governmental affairs, 
international, research, and other reimbursable related expenditures.  Our office did not audit 
the performance of these contracts as stated on page 29 of our audit report: 

“Our office did not conduct an audit of the performance of these 
contracts based on the amount of time it was taking our office to receive 
the credit card detail.” 

Furthermore, our office states on page 20 of the audit report: 
“Due to the enormous amount of charges, and realizing the anticipated 
hardship that the burden of securing old receipts would place on 
Commission employees, we provided a sample of eight pages 
summarizing material charges that the four employees needed to gather 
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actual receipts for.  The four employees sent us additional support on 
November 14, 2006.  However, our review indicated that a majority of 
the charges were still not supported by original receipts.  Instead the 
employees provided us written explanations, letters sent to vendors 
requesting duplicate receipts that the vendors responded by saying that a 
receipt/invoice could not be provided and other attempts to justify the 
expenses they had incurred.  However, without the proper support, we 
are still unable to determine whether numerous charges for meals and 
lodging were reasonable.”   

For the audit period, the total charges made on credit cards by all employees amounted to 
approximately $653,000.  In total, this is less than 10% of the $7 million dollars in 
expenditures.  However, the Commission could not provide us with all of the support that we 
requested for this limited amount of 10%.  In its response, the Commission states on page 38,  

“Please note that the employees continued to receive back-up for credit 
card charges after the close of the audit investigation period.”   

Furthermore, on September 29, 2006 our office submitted a list of 53 questions in regards to 
payment of $240,000 made by the Commission to outside parties.  Nearly half of this amount 
related to services provided by contractors.  As stated above, we did not audit the 
performance of these contracts. 
Finally, it should be noted that the Commission agrees to the majority of our 
recommendations and therefore we will limit our response to areas in which we do not feel 
the Commission adequately addressed our recommendations.  Please see below for our 
specific responses. 
Recommendations 1 and 2 – The Commission stated that their investigation did not indicate 
to the Commissioners that the Commission’s employees engaged in any conduct that was 
intentional, in bad faith, or otherwise inconsistent with the Commission’s statutory purpose.  
Therefore, the Commission states that no referrals will be made to the proper authorities.  
Based on all of the information contained in our report, our office does not feel the 
Commission adequately addressed our recommendation and therefore our office will ensure 
the proper authorities are notified of our concerns. 
Recommendation 3 and 7– The Commission stated that Employee A has agreed to 
reimburse the Commission for his family-related expenses in connection with the 
conferences.  The Commission will not seek legal action against the remaining employees.  
Our office requests that the Commission establish an accounts receivable and seek 
reimbursement for the amounts that appear to be a gift of public funds from these employees 
whether or not legal action will be required.   
Recommendation 4 – The Commission admits that it does not object in principle to a 
change in the reporting of conference-related expenses, so long as it comports with 
applicable accounting standards.  At issue with the Commission is the fact that the annual 
conference revenues and expenses were netted together and presented in their annual 
financial statements.  Furthermore, the Commission reported revenues and expenses on their 
budget as $0 that was submitted to CDFA’s Marketing Branch.   In our opinion, both of these 
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presentations could mislead a reader of either of these reports which is at the core of our 
exception with this practice.  Since our office continues to disagree with the Commission, 
our office will attempt for the final time to assist the Commission in understanding our 
position. 
In order to determine the appropriate accounting of the Commission’s annual conferences, 
one must determine whether the annual conferences are part of the Commission’s ongoing 
major or central operations and activities; that is, from activities such as producing or 
delivering goods, rendering services, lending, insuring, investing, and financing as 
referenced in Statement of Financial Accounting Concepts No. 6 as pointed out by the 
Commission’s Certified Public Accountant. 
 
Our office believes that the annual conferences are part of the Commission’s ongoing central 
operations and therefore the revenues should be reported at gross.  We based our decision on 
Food and Agriculture Code, the Commission explanations, and evidence provided by 
Employee A. 
 
Our understanding of the conferences was they were intended to assist the Commission in 
performing their statutory responsibilities under Food and Agriculture Code.  Our office is in 
agreement with the Commission and Employee A as to the importance of these conferences.  
Although we may disagree as to the efficiency of these conferences and some of the 
expenses associated with the conferences, our office does agree that the conferences are yet 
another avenue for the Commission to carry out their statutory responsibilities.  The 
Commission carries out programs of education, promotion, marketing, and research relating 
to tomatoes.  There is little doubt that the conference is intended to discuss these issues. 
 
To support this, Food and Agriculture Code Section 78604 states,  
 

“The establishment of the commission is necessary for the efficient 
creation and management of a research program to develop improved 
varieties of tomatoes, an integrated approach to control pests and 
diseased common to tomatoes, and more efficient cultural practices.  In 
addition, the Commission is necessary to carry out the California 
tomato industry’s commitment to the efficient development and 
management of a national and international advertising and promotion 
program which, combined with the research program, will enhance the 
competitiveness of the California tomato industry within the national 
and international marketplace.” 

 
The Commission and Employee A also state in their audit response on page 30, 
 

“As demonstrated below, the conferences served an important public 
service under the mandates of the statute and produced substantial 
benefits.”   
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Again on page 31, 
 

“The conference is used to increase industry awareness and usage of 
Commission programs, to create awareness of emerging trends, and 
enable staff to finalize programs.  The event is considered part of an 
overall marketing effort related to issues that financially impact its 
members not unlike other organizations and companies who consider 
the return on investment from such activities to be positive for the 
industry in general.”…“The issues addressed at the conference are not 
available through other means, including Western Growers or other 
trade associations, as the focus at these venues is not “tomato 
specific.”   

 
Again page 32 states,  
 

“As the issue of food safety grew, so did the Commission’s commitment 
to keeping industry updated on buyer demands and concerns related to 
food safety, and moving forward to meet those demands.  To that end, 
the conference programs were aimed specifically toward food safety 
issues for the 2005 and 2006 programs.” 

 
And finally page 33 states,  
 

“Unquestionably, the conference produced numerous benefits in 
education and promotion activities intended to enhance the California 
fresh tomato industry, consistent with the Commission’s statutory 
purpose and mandate to educate, promote and advertise.”   

 
Based on FAC, the Commission’s explanations, and Employee A’s explanations, our office 
is in agreement with the notion that the conferences are part of the Commission’s central 
operations.  This however is at odds with the way in which the Commission’s CPA views the 
conferences. 
 
On page 34 the Commission includes an explanation as follows,  
 

“With regard to the decision to “net” conference receipts and 
expenses, it is important to note that this is not a revenue producing 
activity for the Tomato Commission…In the Tomato Commission’s 
case, revenue would be from assessments and market access program 
grants.…To show the conference at gross amounts would lead a reader 
to believe that the revenue from this activity is a ‘major, ongoing 
operation’ of the Tomato Commission.  It is not and, under accounting 
theory, should be reported at gross amounts.” 

 

 

 Page 123 



California Tomato Commission Audit    
 
 

  Report #06-070 
 

Our office believes this is a misunderstanding of the objective of levying an assessment on 
producers and handlers of tomatoes.  The reason an assessment is levied on producers and 
handlers is to authorize the Commission to expend funds for the purpose of carrying out their 
statutory obligations.  Based on the comments from the Commission and Employee A, as 
well our interpretations of the FAC, the conferences are another avenue by which the 
Commission carries out their statutory obligations.  These conferences appear to be a part of 
the Commission’s central ongoing operations, and therefore revenues and expenses from 
conferences would be reported at gross. 
 
If our interpretation of SFAS No. 6 is correct, then the Commission understated revenues and 
expenses on their financial statements. 
 
Recommendation 5 – Although the Commission agrees with our recommendation, our 
office would like to clarify our original finding.  Our office is not taking exception to the fact 
that the conferences may have been effective to the Commission.  Our exceptions are with 
the apparent inefficiencies and inappropriate expenses of the conferences.  A conference can 
be effective and inefficient at the same time.  However, distant locations, unnecessary 
expenses, and possible gift of public funds will not be accepted as being in the best interest 
of the public.    
 
Recommendation 11 – The Commission stated that it had contacted its liaison to the Federal 
Market Access Program which has confirmed that the expenditure was appropriate and does 
not believe that a referral is warranted.  Our office has not been provided with any evidence 
of whether the federal government found Board Member A’s participation in driving the race 
truck for Company C to be acceptable or not. Therefore, our office will notify the proper 
authorities of this issue for their determination.  Our office is still concerned that the 
Commission did not proactively address the appearance of a possible conflict of interest. 
 
Recommendation 15 – The Commission stated that it does not believe it is in the best 
interests to pursue legal action against the employees for the inappropriate payments made to 
their employees.  However, our office mentioned nothing about legal action.  Our office 
recommends the Commission notify the employees of the inappropriate payment, establish 
and accounts receivable and seek reimbursement. 
 
Recommendation 16 – The Commission stated that it does not believe a violation of the 
open meeting laws were violated at the dinner in question.  However, our office requested 
that the Commission seek further guidance from the proper authorities.  Since the 
Commission has not sought guidance from the proper authorities, our office will provide the 
information to the proper authorities. 
 
Recommendation 17 – The Commission stated that it did not violate the Public Contracts 
Code (PCC).  The Commission implies that the PCC may not apply to it.  Since our office 
recommended that the Commission seek guidance from the proper authorities and it did not, 
our office will provide this information to the proper authorities in order for a determination 
to be made regarding applicability of the PCC. 
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DISPOSITION OF AUDIT RESULTS 

The findings in this report are based on fieldwork my staff performed between September 11, 
2006 and November 3, 2006.   
This report is intended for the CDFA and the Commission for their review and action.  
However, this report will become a public document and its distribution will not be 
restricted. 
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REPORT DISTRIBUTION 

 
 

Number Recipient 
 

1 Chairman via Legal Counsel, California Tomato 
Commission 

 
    1  Director, CDFA Marketing Services Division 
 
   1  Branch Chief, CDFA Marketing Branch 
 
   3  Chief, Audit Office 

 
2 Chief Counsel, CDFA Legal Office  
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